By DAVID T. DEVLIN and GEORGE R. KRUER

The Inernational Investment Position of the United States:

The net internationsl investment po-
sition of the United Statsa improved hy
%1.5 bilion in 1968 ax total TF.8. cusots
rose 311.1 billien spd tofel liabilities
rosd oily $0.6 hillion. The riee in the
valoe of 1.5, direst inveatnients ebroad,
ingluding reinvestad sarnings, was §4.8
billion, glightly more than the rsz in
1988, However, the pat Sow of cor-
porate tunds was glightly more favorable
ta the holanes of payments than in 1998
becauss earnings on direat investments
rose aharply The retio of T8, reserve
arpete to liebilitios to Forsign ofbeial
agancies moved (avorTably, cefecting the
1809 surplus on the oificinl reserve trans-
actiona balance; at the same time, 1ha
ratle of T75. resarvo nemets ta Nguid
liebilities comtinned to fall, reflecting the
lerge Niguidity defieit,

TUTAL international nssets of the
United Statee—including official reserve
asgsats—rose $11,004 million in 1089
and T.5. liabilities to foreigners rose
50,542 million. As & result, the net
internationnl investment position im-
proved by $1,522 million, which wos
subztantially grester than the smnil
improvement of only %152 million in
1068, At yearend 1060, total ossets
axcesded total liabilities by $67,046
million.

This srticle first considers the factors
nccounting for the recent changes in
the TLS. net intarnationsl invesiment
position (table 1). The composition of
the shifts in the total value of ossets
and liebilities from yearend to yearand
is then discussed, noting the contribu-

WNoTE~Glgnifoant contributions were slao
mode by Julive Fraidbe, Rusell Beholl and
Enlic Werner.

tions of balange of paymeanta Aows, rein-
vestad earnings, and valuation ehonges,
a8 well aa changes in coverage mnd
statistical diserepanciay {tahles 2 and 3).
In addition, the changing structure of
the relation between the liquidity of
1.3, nsseta and the liquidity of T.S.
liabilities is enalyzed (table £ and chort
8.
A major port of the article is davotad
to discussion of U8, direct investment
abrood nnd the flows associnted with
such investmentis. A summary is given
in tehle & and detailed figures for 1969
are published here for the first time in
tables & through 11. Foreign direct
investment in the United Stotes {tables
12 ind 13) and pertiolic investments
(tablez 14 ond 15) are nlzo discussed.

Changes in the Net
International Position

Changea in the net internsations)
investment position of the United
Btntes reflect three maojor fociors {teble
1). The first 12 net recorded balanco of
payments copital flows, which must be
equel to the current secount (the bal-
ance on gooda, services, and upilatersl
transfers) adjusted for errors and
omisgsions.! In effact, o surplus on the
surrent aceount adjusted for errers and
omissions allows wn improvement in gur
nat investmanb position. The second is
reinvested enrnings of I1.S. offiliates
obroad minus reinvested carnings of
fornign enterprises in the United Stotes,
Earnings of U.8. affiliates abroad not
sent back to tha United Sietes os in-
come {snd thos not included in the
ourtent accoont) improve our invest-
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Developments in 1969

ment position. The third factor is tha
het change in velnation of outstanding
5. investmnents abroad snd foreign
investment in the TUnited States (in-
cluding adjostments in the vorious
series for changes in coverage and
gtatistien] diserepancies); these are nlao
not included in the balance of payments
neenonte. Essentinlly, we improve cur
net investinent position by transferring
nbroad real goods amd services or by
reinvesting forcign carnings abroad, but
the position = slzo afected by chonges
in valuation of ouistanding nssets and
liahilitins,

From ths mid-1850's through 1986,
we hiod a rothar consistent rise in our
net investment position, which largely
reflested a strong trade balance and
growing income on investments (and
thus & surplus on the current necount),
oz well as & moderate growth in rein-
vested esrnings; these facters wers
anly purély offset by adverse voluation
adjustments. However, in 1967 (when
the valuation ndjustment was por-
ticulorly adverse}, snd in 1968 (when
the trode balance dropped sherply),
the net investment position roas only
nominally.

Qur net peeition showed » $1.5
billion improvement in 196§, Net re-
invested earnings amounted o $2.1
billion and, more imporiantly, there
was nn extremely [averable impact
of over $3.0 billien dus 6o voluation
and price changes affacting cutstand-
ing portfolio holdings. (In 1968, valu-
ation adjustments had been unfovor-
abla) As prices in the T3 stock
marikcet declined in 1968, tha value of
outstanding U.S. stocks held by for-
eigners declined almost £3.0 billion,
thus reducing U.2. liabilitiez to for-
eigners. In addikion, rising long-term
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interest rates in the United States
raduced bond prices aned the value of
outstanding foreign holdings of 118,
bonds feld by slmost oncther $1.0
billicn. These shifts were only partly
offset by 8 $1.0 billion decline in the
value of ocuistanding Fforeign bonds
held by U.5. residents which resulted
from rising interest rates abraad. (Vol-
uation ndjustments to outstanding 1.5,
holdings of foraign stocks wera small.}

Un the other hund, the net invest-
ment position was adversely nffected by
the $3.7 billion net inflow of enpital
recorded in the balance of payments.
This, in turn, reflected n $2.8 billion
negative errors and omissions (& sharp
deterioration Irom 196%) ond o 30.9
billion deficit on current account ($0.5
billion more than jn 1968), The de-
terioration in the current aceount
largely reflected n sharp incresse in
peyments to foreigners on their dollor
holdings due malnly fo the sherp rise
o U.S. interest rotes; there wos little
change in the irade balancs.

There are reasons te belisve that our
investment position improved by more
than the recorded wmount in 1969
Available fipures on Euredallar market
holdings sepeest that o substantisl poaré
of the inereased sutflow from the United
States on errors and omissions reflected
flows of TS, funds to the Burodollar
morket. Such flows would inerease U3,
nazels abrond, but ate not reflected n
the recorded copital flows nor in the
investment position. If rough allowance
iz mnde for such unrecorded flows to
the Eurbdollar merket, it appears that
the net inveatment position might have
improved by perhaps as much as §3.0
hillion, vather than $1.5 billion.

While the net chenge in our invest-
ment position can be conszidered to he
pecounted for by tha factors just dis-
cussed {the currani sccount adjusted
for errors and omissions, reinvested
earning and voluation odjustments),
capital flows, of course, may have o
major impact on tiade, services, and
earnings. To the axient this vecars, the
change in the net investment position
is not determined independently of
copitel flows. On the other hand, an
outflowr of capital from the United
Stotes does mot necessavily result in o
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net chanpe in the T.S. international
investment position unlesa ona of the
factors mentioned glas is influencad.
These gquestions were discusszed more
fully in the Investment Position article
in the October 1968 Suaver.

Changes in U.5. Assets and
Liabilities

The compoeition of changes in assats
ond labilities was quite different in
1962 than in 1968 (tables 2 and 3). Tha
increasa in U.S. nonliquid assels abroad
was 3$0.5 hillion in 1969, about £1.0
Gillion iower than in 1968, Outflows of
capital recordad in the balance of pay-
ments were slightly lower in 1969, More
importantly, price adjustment to the
vehte of cutstending foreign securities
held by TS, residents wes lorge and
adverss in 1089 while it wos favorable
in 1968. This shift ofest the favorable
impact of an incresse in reinvested
emnings. As a result, the incresse in
nzsets due to foctors other than capital
flows wns only $2,398 million in 1069,
compared with %$3,125 million in 1963,

The increase in U.5. nenliquid -
shilitiez wos only $1.2 billion in 1969,
following o $11.0 billion in¢rease in
1968, This $10 billien shift reflected o
sharp Inll in the inflow of nenliquid

Ooteber 18970

funds from cbroad as recorded in the
bolence of payments, and o largs swing
in price adjustmenta to foreign port-
folio holdings in the United Stntes,
mastly reflecting the decline in prices
of U8, stocks.

The lower inflow of funds from abroad
refiected smeller purchoses of private
T.5. securities by foreigners, and very
iarge adverse shifts by {oreign official
agencies in their holdings of lonp-term
time deposits ot T.5. hanks (ioble Z,
line 88) and of “nonliquid” 1.8
Trensury securities (tahle 2, line 37}.
These tronsuctions by foreign official
ogencies are zome of the ‘special finan-
ctal brensacticns’ which hinve disterted
the higquidity bolance in recent yenrs,

Shifts in liguid assets and lishilities
of the United States in 1968 and 1589
were even more sttiking. In the enrlier
year, TL3. liguid assets—ie, TL8.
monetary reserves—rose $330 million,
while liquid linbilities rose only $495
million, producing & $385 million im-
proverent in our net liguidity position.
{The change in liguid labilities in-
cluded & $214 million adjustment for
chenges in covernge. Excluding this
odjusiment, the balance of payments
flows were an $880 million incrense in
reserves end a $709 million incrense in
liguid labilities, The difference is equal
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to the $171 million surplus in the
liguidity balance recorded for 1968.)

In 1868, on the other hand, U.S.
reserve assets rose $1,254 million, while
liguid linbilities rose %8304 million,
producing n deterioration in our net
liquidity position of $7,060 million.
(Congidering only balanee of payments
flows, the difference between the in-
crease in reserves and the inerease in
liguid liabilities is §7,012 million, which
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iz equal to the recorded deficit in bal-
anee of pavments on the liquidity basis
for 1969.)

Liquidity structure

The evolution of the liquidity struc-
ture of U8, assets and liabilities can be
conveniently analyzed in terms of the
ratios computed in teble 4 and shown
in chart 9. It must be recognized, how-
ever, that within each of the categories

Table 3. —Changes in the International Investment Position of the United States
Reconciled with Balance of Payments Capital Flows
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of assets and liabilities used, the degree
of liguidity of the various components
iz difficult to judge and can vary con-
siderably. This difficully increases when
a number of categories are combined.
Partly reflecting these considerations,

R V.
Liguidity Ratios: Outstanding U.S. Assets

Abroad to Liahilities to Foreigners by
Degree of Liquidity
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the assets and liabilities compared in
the various ratios nre not necessarily of
cqual liquidity.

The ratic of U.S. reserves to U3,
liabilitics to foreign officinl ngencies
{ratio A,) largely reflects the influence
ol the belance of payments as computed
on the official reserve transections basis.
It is also influcneed Ly the meghod af
finsncing  the official balanee, i.c.,
whether i is finonced by a change in
T.8. reserves or an increasc in lobliities.
Beflecting the behavior of all ratios,
when the ratio is greater than 1.4 {and
reseryves oxceed liabilitics, ns Trom 1980
to 1963) o deficit of » given size will
veuse o greater reduction in the ratie
if 1t i= financed by an incrense in lig-
bilities than if it 3 fnenced by & de-
crease In rescrves. When the rotio is
.00 or less, A piven loss of voservez has
& greater adverse impact than en equael
inereasc in liabilities. Of course, in
judging the adequacy of U5, reserves
vug mush olse take into account the
abaolute level of reseives nnd liabilitics,
as well g2 tho ratios.

Reflocting the subsianiial deleils
in the official seltlements balance,

the A, ratio shows n consistent decline
from 31860 through 19267, slthough it
fattencd in the mid-1960's when tho
bolance temporatily improved. In 1068
and 1368, however, when the official
balange wns it substanéial surplus, the
rativ improved. At end 1969, it stood ot
about 1.0 {about the same as cend
1564)—that is, TLS, resarvos were cqual
to our liabilitis to foreign official
agencies. OF comse, with the lorge
official deficit in the first helf of 1970,
the ratio dropped significontly lower.

The ratio of 118, reserves to all U.S.
liquid liabilities (A2) is similatly influ-
enced by the ligmdity deficit nnd
whother it is financed by an nevonse
in linbilities or a declive in reserves.
This ratio has nlso shown a rather con-
sistent decline reflecting the persistent
defivits in the lignidity balance. At end
1289, the retio was 0.4 (i.e., roserves
wern lezs than hall of our liguid
Liabiligies) .

Tocluding certnin nonliquid liabilitics
to foreign officizl ngencies (which reflect
specinl finnncial transactions thet are
considered o distort the liguidily
balence) with liquid liabilitiezs and
recomputing the ratio {ratic A,), gives

cszentially the same impression ns the
tatio of reserves to only liguid lia-
bilities. However, the adjusted ratio s
somewhat lower then 1he A; ratio
reflecting the growth in holdings of
nenhquid seeurities by foreign officinl
ngenciss.

Whila US. reserves are the most
highly liquid nssefs that are avnilable
to defend the valua of the dollar, part
of privats short-term claims of banks
and nonbanks can bs considered suf-
ficiently liguid to provide an offset Lo tha
liguid lisbilities. Rotios B,, B; nnd B,
compnre U.S. reserves plns short-term
private clnims to vorious combinations
of liquid and less-liquid liasbilities. Tho
compurison with liabilities to foreign
official agencies (B} indicates that such
nssete were about twice such liabilities
in the early 1060°s, declined to 1.38 in
1967 but then rose to 1.81 by encl 1369,
Not only is the lovel of the ratio cansiat-
ently higher thon the ratio of rescrves
nlone to liabilitice to officinl foreign
ngencies {A;], but the detenoration
from 1960 to 1969 iz less proncumced.
This indicates that the decline in U5,
reserves was to some oxtent offset by a
buildup of genernlly less-liquid shori-
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term private claims. Some of these
claims, soch o8 Eoredollar and money
markat holdings of banks and nonbonks,
are quite liquid; others, such as trada
credits, loans and brokers’ clnims ara
significantly less so.

‘Tha vaties of U.8. reserves and short-
tertn private cluims to liguid and less-
liguid liakilifics (B, and Bg} behove in
o manner similar b the more monetary
ratios compnted in A; and A, However,
the deterioration [rom 1980 to 1060 is
ngt quite as strong, and the levels ara
somgwhat mere [nvorsble. (Less liquid
lizbilities in eatio B are the “nonliquid™
liabilities to forsign official ngencies.
Less-liguid linbilites in ratie B; also
include short-term private liabilities of
nonbanks, such ns brokers’ linbilities,
trads eredits and locus from foreigners,
& good part of which are probably not
ensily liguidnted.}

Looking ot o wider apoctrum of nesets
and habilities, in ratio G,, U.5. port-
lolio nssets are added to resorves and
short-term privete cloims and com-
pared with foreign porifolio assetsin the
United States, 23 well 23 with Liquid and
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other lass-liqnid linbilities {ns used in
ratio By}, Tha impression i similar to
that given by the mors liguid combing-
tions a8 A; and B;; howevar, the
deterioration is noticeably less pro-
nounced. OFf course, the value of pori-
folio holdings eould decline eharply if
gither 113, vesidents or foreignars at-
temapted to liguify sny substaniial
pmoints of their holdings. This is ome
resson they ennnot be congidered ps
lignid as somé of the other items
discussad,

In general, it appears that there is a
persistent tendency for the structurs of
155, assets to become relatively less
liquid compnred with the strocture of
.5, liabilities. The proportion of
liquid (or ligoid and Jess-liquid) nssets
to toinl nssets has tended to fall, while
the proportion of lignid (or liquid and
less-liquid) Jiabilities to total Habilities
has shown reloiively lictle ohange. For
example, liguid liabilities plus non-
liguid liabilities to fareign official agen-
cies have persistently remained whout
one-half of total lisbilitiss.

The ratio of tatal assets to total
lichilities {Cy) is not intanded to mens-
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ure changes in the lHquidity atrostura
of our position. It focuzes, instend, on
the reletive nmount by which nssats
axceed liabilities, mmilar to the way the
nat internationsl investment position
focuses on the absolute differenca be-
tween tofal nesats ond total Yiabilikies.
Thizs ratic wns obout 2.0 in 1960,
esganiially remmined at
through 1964, and then daclined in 1987
and 1968 ns fotal nssets and tobal
liabilities both rose by about the sama
amount. Even in 1868, when there was
4 %1.5 billion improvement in the net
intarnntional invesiment position, the
improvement was not sufficieni to pre-
vant o further emall decling in the ratio.

1.5, Direct Investments
Ahroad

Tha value af 1.8, direct investmenls
nbroad increased by $5.8 billion in 18688,
abont $0.3 billion more then in 1988 -
{tabls ). The 1463 increase brought the
kook volue of such nssets to §$70.8 bil-
lian, or 46 percent of the value of all
U1.8. foreign nesets. Capital outBows of
$3.1 bilhon for direct investments
abrond in 1969, which includes the use
of both .5, funds and funds ymised
nhrond by U3, corporations, were only
marginally below the 1867 and 1968
level, but substantially balow 1968 oni-
flows of $3.7 billion. Reinvested enrn-
ings ross 33567 millien 1o $2.5 hillicn in
1965, but this was not as sherp mn
increasa o6 that which ocourred between
L0967 and 1068,

A lorge number of interpational
transactions must be examined in order
ta detarmine the bolance of payments
impact of U8, direct invesiments
abroad. These nssociated Hows have
have been combined with the explicit
direct investment flows m table 5. Bal-
ance of peyments signs ave used and
therefore incremsez in U8, claims
abrond wre shown s minusss. (Lt should
be noted that some of the accounts
include items =uch os trade credits
which are not related to direct invest-
ment.)

In addition tp 1he outflow of divest
wrestment fundz, one needs to know
how much iz borrowed abroad by T8,
corporations, either directly Irom for-
elgn banks and others, or by new issues

thot lavel
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of securities abrond. Furthermore, the
various uses of the proceeds of hor-
rowings—whather they are used to fi-
nanee direct investments abroad at the
time of borrowing, or are repatriated
to the United States, or are left on
deposit abroad for later utilization—
have quite different impacts on the bal-
ance of payments. The disposition of
the TI.8. corporations’ share of earnings
of foreign affilintes—whether they are
returned to the United States as income
on direct investments or are reinvested
abroad—has significant implications for
the balance of payments, as does the
amount of fees and rovalties received
by U.5. parentz from their direct in-
vestments abroad. These effects are
summarized in table 5. (As discussed
in the Investment Position article in
the October 1969 Survey there are a
number of influences of 1.8, corporate
international transactions on  the
balance of payments which cannot be
fully segregated and reflected in the
table.)

The net flow of corporate funds in
1969 associated with the identifiable
transactions had a favorable impact on
the balance of payments of $5.6 billion,
an improvement of $0.3 billion over
1968, (The %25 hillion improvement
between 1967 and 1968 was probably
associated with the Foreign Direct
Investment Program which was made
mandatory at the beginning of 1968.)

In 1969, the change in the direct
investment position was adverse by
$288 million more than in 1968. This
mostly reflected an increase in rein-
vested earnings as capital outflows
showed n small improvement. Long-
term corporate claims (other than
direct investment) shifted adversely
by %204 million in 1969; most of this
shift was accounted for by the receipt
of long-term notes as a result of the
liquidation of a major U.5. direct
investment in Latin America. The
entries in this account and in the direct
investment capital flows account due
to the liquidation are mostly offsetting.

Borrowing abroad by corporations
was down sharply in 1969; new issues of
securities declined by $1.1 billion and
other inflows from borrowing (as re-
flected in other corporate liabilities)
declined by §180 million. Partly associ-
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ated with the $1.3 billion adverse move-
ment in borrowing was an improvement
of $838 million in short-term claims,
In 1968, when borrowing abroad was
much higher, corporations left o sub-
stantial part of the funds borrowed on
deposit abroad which eaused a sharp
inerease in short-term claims. The net
effect of the change in borrowing and
in short-term claims was an adverse
movement of $0.5 billion from 1968 to
1969,

The major improvement among all
these necounts was in adjusted earnings
on direct investments abroad, which
inereased by $1.0 billion to $8.2 billion
in 1969, Income receipts sccounted for
%0.7 billion of the incresse while the
remainder was reinvested abroad. Fees
and royalties showed o $123 million
improvement between 1968 and 1969,

The #1.1 billion improvement in
earnings and fees and royalties exeeedoed
the adverse effects of the other flows
by about %150 million; the remainder
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of the overall improvement of %267

million ecame from the offset to the
direet  investment  valuation nd-
Justments,

Country and industry distribution
of direct investment

The developed countries, which in-
cludes Canada, Western Europe, Aus-
tralin, New Zealand, South Africa, and
Japan accounted for $4.2 billion or 73
percent of the $5.8 billion growth in the
book value of direct investments during
1969 (table 6, chart 10), In 1965, these
areas accounted for $3.4 billion or 62
percent of the $5.5 billion total rise in
direct investments. LS. investment in
Canadian affilintes inerensed by $1.5
hillion during 1969, while investment in
the European Economic Community
(EEC) increased by $1.2 billion.

Investments in less developed coun-
tries rose over $1.2 billion last wvear,
about $0.2 billion less than in 1968.
The gain would have been about the

Annual Additions to Direct Investments Abroad by Industry and Major Area

Billian $ \ratka icole] Billion %
2 — ] B
[~ BY INDUSTRY & ~ B AREA il
L] - = - &

Talal
4 = B b9 |
2 = - =09
‘\‘ - - %, S
¥ 1 Westen Eurnpe ~ \\__ ,-"f

'\\‘ 7
'
.-

A - -1 8
& _ =
- 4 L 7 i

1 ; i
A4 F B - 1 e § ™ - 4
1:/ Y !r Latin America !
- 1 - 1,1 —
1 1 ] 1 1 1 1 | 1 l ] ] 1 ] ] 1 ] 1 1 2
1540 63 G -1} &b 1960 42 &4 [} 1]

1. inciudes ‘oibey Wesiem Hemisphee
UE Depariveesd of Corammce, g of Suginey Expremgy



28 SURVEY OF CURRENT BUSINESS Detober 1070

some in both years except for the in- billion in 1949, after rising $0.4 billion  Manufeciuring. US., ownership in
voluntary solas of majority interest in in 1968, foreign manvfockuring offiliates incrensed
two mining enterprises to the Chilsan While the total value of T.8. direct 330 billion during 1969 to "’Imﬂf‘“ $30.0
Government and the ssle of o public invastments abrosd is not affected by bﬂhﬂ;‘;‘; J’;i‘]‘;:ﬁ“d*in ltﬂﬁnﬂ, t!m incrense
utility compony to the Peruvian Gov-  valustion adjustments mede as & result HT::'I;&& ) rainv::;td H:Mﬂ: ﬁ?‘%iﬁg— .
ernment. Despite these snles, invest- of capitel flow between primury snd  pipon and capital oulflows of $1.1
ment in the Latin American Kepublics secondory foreign aflilistes, couniry  illion, Direct jmvestments in manu-
increased by $0.6 Dillion. Direet in- wvalues nre adjusted as shownin table?. fusturing have shown the greatest in-
vestment in the internatiensl, unallo-  And, although not shown m teble 7, crease in volue of anv industry sinee

cafed ooategory rose less thon $0.3  industry velues are also sffected. 1960 {table 9).
Table 6.—L.5, Foreign Divcet Inveatments,
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The developed counifries accounted
_ for $2.6 billion of the 1969 incrense in
manfacturing, with Western Europe
receiving about 31.4 Gillion. Euwropean
machinery indusiries, electrical amd
nonelecivical, were major recipients of
capital ouiflows for mnnufactoring di-
ract investmants in 1969 {tnble 10).
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which reinvasted earnings cont@ributed
$0.3 billion. Thera were large flows of
funda to. German subsidiaries from
porants early in $he yenr, bat after the
mark revaluation and belore the end of
the year, mozt of the funds wers re-
turnel to the United States. Commen
Merket countries othar than Germany

29

in 1968, In the United Kingdom in-
vestment was up $0.3 billion during
1969, with the bulk of the incremse
from reinvesied earnings. Investment
in monufacturing enterprises in “other
Western Europe” inersased by only
50.2 billion es losses incwrred in the
alart up of new petrochemical and
other mapuleciuring planks in Spain

Investment in Germon meanufecturing had an ncrense in investment of nearly Hinited the growth in  reinvesied
affilintes 1os¢ nemdy %05 knllion, of $0.5 Wilion, more then double the rise earnings.
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Tahle 7.—Net Capital Flows Between
Primary and Secondary Foreign Affiliates
[Mfillinns of dollars; net mflow ()]
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* Preliminary.
* Less than S500,000%,

The value of manufacturing enter-
prises in the less developed countries
increased by only $0.5 billion in 1969,
with the bulk of the rise going to the
Latin  American Republics,

Petrofeum. Investment in petroleum
affilintés amounted to $20.0 billion at
the end of 1069, an increase of §$1.1 bil-
lion from 1968, This increase was sig-
nificantly smaller than the $1.5 billion
rise in 1968, and reflected smaller capi-
tal outHows and an adverse shift in
reinvested earnings. During 1969, in
fact, petroleum companies actually re-
ported negative reinvested earnings of

Table B—Acquisitions aml Sales by
American Companies of Foreign Enter-
prises ' by Area and Industry

|Millicns of dallars)

jEe (HIH]
Aren mad e = =
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#itinns| | gtions
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Petrolonm. .. ... 2 11 n 1 %
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Muanofecturing. o0 | (*) L1 12 a7 114
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* Less thun §300,000,
L. Inglodos aequisitions and sales of minority Interosis,
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£59 million, compared with positive re-
mvested earnings of over $0.2 billion
in 1968, Disinvestment resulting from
repatriating earnings in excess of cur-
rent earnings was partieularly notice-
able in the case of certain tanker
affilintes of oil companies and in the
Middle HKast, The inerease in book
value of petrolenm industry invest-
ments in the developad countries ac-
counted for $525 million of last year's
%1.5 billion increase, while the less de-
veloped countries received $334 million;
petrolenm affilintes in the international,
unalloeated category (which is not in-
cluded in either of the preceding two
eategories) secounted for the remaining
$239 million.

The inerease in book value of Clana-
dian petroleum affiliates in 1969 was
almost $0.3 billion, about the same as
in 1068, The value of investments in
European petroleum enterprises in-
ereased by less than 20.2 billion in 1969
as eapital outflows dropped to $0.2 bil-
lion. Earnings were negative (more so
than in 1968} which resulted in nega-
tive reinvestment of $0.2 billion; how-
ever this was largely offset by positiva
valuation adjustments,

The $334 million rise in book value
of petroleum investments in less de-
veloped eountries was less than half
the 1968 increase. The increase in
investment in African petrolenm affili-
ates was limited by a large fourth
quarter build up of accounts payable
by U.S. companies to their producing
branches, especially in Libya. Invest-
ment in Middle East petroleum enter-
prises was practically unchanged from
1968 as larger eapital outflows for the
year were offset by negative reinvested
pATTINgS,

The inerease of investment in inter-
national tanker affilintes was slightly
less than in 1968, The financing of new
super tanker purchases attracted large
eapital outflows, but larger than usual

dividend payments by several com-
panies led to negligible reinvested
pArNIngs.

Mining and smelting. U.S. direct in-
vestment in foreign mining enterprises
increased by $0.2 billion during 1969,
much less than the rise in 1068, Re-
invested earnings were the same each
vear, at about %150 million, while

Owetober 1070

capital outflows declined from $0.4
billion in 1968 to less than $0.1 billion
i 1969. The involuntary sale of 51
percent ownership in two Chilean min-
ing ventures reduced investment by
over $0.2 billion. Even excluding these
transactions the rise in investment
would have been less than in 1968 due
to the fact that some important invest-

ment projects in  Australia  were
completed.
RTINSO,
Eamnings of Foreign Affiliates
Billlan § (rofio scals)
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Toble 9-—3elocted Date op Direst Tnvastments Alooad, by Major Areas
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the United States by o US-owned
Canndien gas iransinission compay.

Negativo reinvested earnings in 1949
were mosily the result of & lurge
dividend payment by wn intermational
shipping company to the U5 parent
oub of accumulated earnings of previous
VBALS,

Trade and other dinddugivies. TS
direct inveslment i frode wul “other”
mdustries increased $1.4 billion last
yenr, up from a rise of $0.0 bLillion in
1968, In developed connteics the 1969
rise was 308 billion. Investment m
Euvropcan trade and “other” industries
grow by over $0.5 billion ; this wns about
double the 1868 incrense wid reflected
the need for funds beth e finance ro-
cicvables and iInventorics of trading
companies andd for the acquisition of
banking, finsncial and service com-
pnnics. The book valoe of ULS. nvest-
ment i teade wnd “other™ industries
in tho less developed coundeies inerenscel
by $392 million with $2256 million going
(o the Leéin American Ropublics and
other Western Hemispliere counbries.
In tho less developed eountries, US.
investment in wgricolbural enterprises
and trading compenies accountad for
about onc-third of the incrense while
most of the remainder wont to service
and finance enterprises.

Eqrnings

Earnings {(not adjnsted) on U5
direct Investments abrond in 1989 wars
nearly $8.0 billion, up $0.9 billion over
1068 (table 61, chnrt 11). TLE, equity
in the earnings of offilictes in the loss
daveloped countries inereased moder-
ately to move than $3.7 billion i 1588,
while eornings in the developed voun-
tries increased sharply to $4.0 billion.
Eornings of the internntionsl, unalle-
cated eategory wers $0.2 billion in both
yoors.

As o result of the continming climb
in sarnings, the rate of return on woll
U.S. foreign direct investments rose to
13.0 pereent in 1069, higher than any
yenr in the 1960°s during which the
avarape nhmual yield was 12.6 poarcent
{chart 12}, For all industries combined,
yialdz in the less developed countrics
wero congistently higher than those in
the dovalopod countries. However, most
of this differonco reflested the structure
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of the earnings distribution of petroleum
wififintes; earnings in pewroleom pro-
ducing countries are consistently ro-
ported as higher than those in developod
consuming countrics, When rates of
return on manufacturing ave compared,
yviclds in the two creos ae about the
same. Ian 1868, the rete of veturn on
mantfactuting investmenis wos 12,7
percent i the less devoloped countries
adl 12,8 percent in the developed
couniries; for the decnde, the anmual
sverage reluen on manufeciutvg in-
vesbments o each wrea was 11.8 peicont.

With the rise in the rate of return on
manwlacturing nvestinents nbrond io
12.8 povcent in 1969, the rato of returu
of 12.8 percent on compavable domestic
investments ? was exceeded for tha fivst

3 edreileanmn Divealweinta 26 owcloded Tioth Irom mosukss-
buriveg olsroad ond frean domeatic imenubictudng. Widko He
wnles of poturn oo eotculoled Sgmewdnl, diffamently fPes
ekl 12], the compurisan ot B prolmbaly ke piosk
sppronrklG owe.
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fimein & number of years, Over the past
ien years yields on domestic invests
menis svercged 12.4 percent, only
slighily highor than the 11.3 perecnt
average on direct investments sbroad.
Their movements over the years, how-
ever, have been significantly different,
portly reflecting cyclical foctors. Da-
mestic yiclds were lowear than vields -
obrosd i the carly 1960' reflecting
lower profits associnted with tho do-
mestic rocession curly in the decade.
As the recovery progressed domeskic
yiclds surpassed those on loreign in-
vestments and reached o pook of 147
[rereent in 1966; during thab year the
return on foreign manufactucing in-
vestments was only 11.% percent.

The gop was gradually closed during
the next few years when econcmic
nxpansion abrond was  particnlarly
strong. In 1969, the return on forsign
investmeniz continued to rise while

Fuble 10.~Net Capltsl Dublowe 10 Manufsoturving Allliotes by Industry
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domestic yields fell with the slowdown
in domestic growth.

While these eyclical developments no
doubt had & major influence on the
rates, other fnctors were also important.
New investments require a seasoning
period before they reach their normal
profitability. Since a larger portion of
manufacturing investment abroad is
new, compared with domestic manu-
facturing investment, this probably
contributed to holding the average rate
of return on investment abroad below
domestic rates, Barring adverse eyclical
developments or a surge in new invest-
ments, as the sizable amounts of
new investments made abroad in the
1960°s pass from the imtial startup
period—when costs are high and mar-
kets are being developed—to the “sea-
soned’ stage, total earnings and the
rate of return should tend to improve.

The increased earnings in 1969 prin-

SURVEY OF CURRENT BUSINESS

cipally reflected increases of $666 mil-
lion in manufacturing industries and
$172 milion in “other” industries:
mining and petroleum affiliates showed
increases of less than 850 million.

Earnings of manufacturing affili-
ates in Europe surged upward by 40
percent to $1462 million, with Ger-
many aceounting for $224 million of
the increase. Earnings of manufactur-
ing affiliates in Germany were almost
double the 1968 level, no doubt reflect-
ing the strong growth there. In Canada,
manufacturing was the only industry
showing increased earnings in 1969
and accounted for $806 million of
total earnings ol 81,542 million.

The U.5. share of earnings of petro-
leum affiliates in the developed coun-
tries dropped from $144 million in 1968
to 876 million in 1969, This was due to
higher costs for erude oil and produsts,
mostly as the result of increased tanker

Rates of Return ! on U.S. Direct Investments Abroad and

Domestic Manufacturing Excluding Petroleum
ALL INDUSTRIES ABROAD

MANUFACTURING
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eosts, which eroded profits of refining
givd marketing aflilintes. European pe-
troleum affilintes suffared particularly
high losses of 196 million in 1968,
reflecting not only the higher tanker
rates but al=o higher levels of explora-
tion and development expenses in the
North Sea offshore ventures. Earnings
of petroleum affilintes in the less devel-
oped countries increased by §126 million
in 1969 despite a decline of $60 million
in earnings in the Latin American
Republics and other Western Hemi-
sphere countries. Higher costz of pro-
duction and large expenditures in
Ecuador and Colombia, for developing
producing fields and eonstruction of
pipelines and other facilities, were the
major reasons for the decline in the
latter area. Petrolenm earnings in the
other less developed countries increased
by 195 million to $1,8256 million in
1969, reflecting increased production,
Even in these countries, however,
earnings were constrained by higher
taxes and other costs which were not
matched by increases in prices for crude
o1l ot the producing level.

Direct investment income

Income from direct investments
amounted to $5.6 billion in 1969, an
increase of over 13 percent from 1968;
this was about equal to the percentage
increase in earnings (table 6E). A
disporportionately lorge share of the
incrensed income—$250 million out of
$666 million—was from affilintes in the
international, unsllocated category.
This is largely the result of unusually
large dividend payments by tanker
affilistes of 0il companies. Developed
countries sccounted for 391 million of
the total increase in income and less
developed countries $325 million.

Income includes net interest received
on intercompany accounts and on the
U5 non-bank held portion of the for-
eign affilintes long-term debt. Interest
15 not included in earnings because it
is deducted by affiliates as an expense
itemn. Income out of earnings amounted
to $3.2 billion in 1969, up by $580
million from 1968 ; net interest received
amounted to $481 million, an increase
of $86 million from 1968 and double the
1965 level of $230 million. Not all of the
increase in interest receipts represents
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& net gain to the TLS. balance of pay-
ments beewnse U3, companies have te
maat intsrest charges for capitnl rased
ofishors which wns relent to their
foreign sffilistes.

Most of the increase in incoroe [rom
manufactoring sffiliates was the resuit
of additional interest receipts ns most, of
the $0.8 hiilion gain in emnings waes
reinvested and not raturned to the U5,
72 bolance of paymenis income. Direct
investment incoms raceipts from pelre-
loum saffiliates inecreased rbout $0.4
billion: in 1968 and the £2.6 billion re-
mitted 6s income slightly exceoded
1960 sarnings.

Direct invastment royaltios and feas

Royalties and fees received by U5
corporations from loreign affiliatas have
grown sharply in reconi. yaars to nearly
514 billion in 1589 (table 11). These
recaipts from fareign affilintes veprasent
chorgas ta cover o portion of the funds
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spent by the ULS, firms for research nod
development of new products and
processes, ns well as en allocation of the
sqdministrative and other expenses in-
curred by parent companies on beholf
of their Foreign affilintes. Fereign mnnu-
factwring offilistes contiibuted nbout
$0.9 hillion, or §2 percent, of total re-
ceipts of royaltice ond fess, ated Kuro-
pean manufacturing affilidtes pocounted
for over half ot this total.

Foreign Direct Investments in
the United States

Dhring 1969 the walue of foreign
direct investments in the Unitad States
voze $1.0 bilhon to $11.8 billian at
yeavenul, following & $0.9 billion rise
in 1863 (tohles 12 and 13). Copital
inflews {3532 million} smd reinvested
earning (3431 million) tended to ncrense
investments by $1,263 million in 1989,

Table 11-—Direst Investieent Receiprs of Boyalties and Fecs,' by Aveasr and Mojor
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but this wns partiolly offset by a $280
miffion dewnward adjustment in the
volue of asseis held by forsign-owned
TS, componies, primarily securities
held by insursnce compsnies. In 1968,
copital inflews were much smaoller but
valustion edjusimenis were favorchle,
Capital inflows to the T.S. affilintes
in 198¢ refiected new investimenis of
4538 million snd other inflows—imostly
shiftz in intercompeny secounts—of
$204 million. New investments in man-
ufacturing eompanies rosa sharply while
those in patrolewm compunies declined.
In 1988 o foreign internstional petro-
leum company purchised more than
5200 million of stock in its UL.S. sub-
sidiary and theres wea ao similer trans-
ection in 18466, The rise in new invest-
ments in menufacturing wos fairly
widespraad, but investments by Ger-
man parent componias in [1.5. chemical
affiliates wera particulorly large.

-,

Capital inflows other than new in- “

vestments showed o $400 million favor-
able =wing from an ouiflow of 5107
million in 1988. Of this shift, $310
million wae due to an increasa in the
payables (linbilitieg) of U.S. compenias
ta their foreign porents in 1969, During
1968 {ransoctions on  inter-company
account hod shown hardly sny change.
Besides tha shifts on inter-company
aecaunt, liguidation of dirset invese-
ment nssets in ihe United Stotes ro-
sulied in outfiows of only 317 million
in 1969 compared with $108 million in
1968; this represented o favorable shift
of $90 miltion.

Despite the inerensed investment in
tho TUnited States during 1969, carn-
ings of fureign-owned companits de-
clined slightly from %868 million in 1985
to $334 milijon in 1969. This decline
mainly reflected lower profits in the
potroleum industry. Earpings of do-
mestic corporations, including thoso in
the potrolewm industry, slse foll in 1869,

Even though totnl oarnings foll
slightly, inceme poid to foreign perent
organizations, primoenly dividends on
common stock, rose to $417 million in
1969 from $388 million in 1968. The
lower carnings couplad with increased
dividend payments resulted in rein-
vested oarnings of only $431 million in
19689, down 557 million from 1968.
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1.5. Portfolio Investments
Abroad

The market value of foreign stocks
and bonds held by U.8. residenis is
estimated at $18.7 billion at yewrend
1968, an ineressa of $0.5 billion during
the year (table 2, lines, 7, 8 9}. Out-

“flows of U5 funds for purchoses of
such securities totaled $1.5 billion dur-
ing the year, but rising intercst rates
end inlling bond prices resulted in a
$1.0 billion decline in the valua of out-
standing holdings.

U5, holdings of foreign bonds re-
mained unchanged from end 1968 Lo
end 1968 at $11.7 billion. The reduction
in value due to a shorp deop in bond
Irices weoe offset by net balanes of pay-
mants outflows to acquire sdditional
bonds amounting to $1.0 billion. Out-
flows of TI.3. funds to porchase new
foreign issues of bonds amounted to
$1.5 hillion and were down slighély from
1968; issues by the World Bank and by
leas devoloped countries declined, sl-
though new Cunadian issues incrensed
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{table 14). Inflows due to redernptions
end to V.S, net sales of outstonding
bonds amounted to 50.5 billion.

The market volue of 1.5, holdings of
forzign stocks roso by nestly $0.5 bil-
lion to $7.0 bhillion ot yearond 1969,
largely due to $0.2 billion in net pur-
ehiases of ontstanding Japaneso stocks
plus 30.% billion in purghnses of new
imsues {inelnded in table 14} ; neorly hall
af the new issucs wore Canadizn oil
stocks, Priee chonges had little impact
on the value of outztanding holdings of
foreign stocks.

The sipnificont redugtion in the
Intarest Equaolization Toax in  Apri
1969 opparentiy bod litle impeet on
foreign placements of securities in the
United States, as nearly all new issues
actunlly placed were oxempt. KEscas
Inting domestic long-term intercst rotes
during the yeor wore an importsnt
factor in redusing foreign bond ploce-
ments in 1969, particularly oy the
World Bonk and less developed coun-
tries. In Conada, on the other hond,
demand pressures were quite strong,
which led to increcass in locnl borrow-
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ing and in placements in the Tnited
Stntes.

In the #irsé hall of 1970 interest
rates in the Einited States eontinued
upward and foreign bond plncements
fell to 3518 million. A significant drop
in Canodian new issues, which was
ceneenteated in the socond guartoer,
aceopntad for mosé of the deeline;
this tendency wns reinforeed by some-
what maore favoreble barrowing con-
ditiona in Cenada.

Foreizn Porticlio Investments
in the United States

Aflter on extrnordinory $6.1 hiflion
inerense ip the maerket value of forcign
portiolio nsseta in the United States in
1968, the volue of such heldings de-
clined by $0.8 hLillion in 1969 to $22.9
billion ot yecrand (toble 2, lines 29 ond
30}. A $3.9 billion deeline in tho valoe of
outstnnding securitics dus to declining
prices of both 1.8, equities and bonds
was only partly offset by $3.1 hillion in
capital inflowe due to net purchases by
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Table 13.=—Value of Foreign Direct Invest-
ments in the United States by Major
Industry and Conntry—End of 1969

| M {lklons of dellurs)
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foreigners. In 1968, net purchases by
foreigners seconnted for $4.4 billion of
the $6.1 billion inerease in the value of
foreign portfolio assets in the United
States. At the end of 1969 foreigners
held $18.1 billion of U.S. stocks and
§4.8 billion of U5, bonds.

Stocks

The value of foreign held U.S. stocks
declined by $1.4 hillion in 1069 as
$1.6 billion of foreign net purchases of

Yields on Bonds Placed Abroad by U.S.
Incorporated Companies Compared With
Yields on Corporate Bonds in the
United States
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corporate stock were more than offset
by a $3.0 billion decline in stock values
due to price changes. In contrast, in
1968, net purchases were higher at $2.1
billion, snd the value of outstanding
stock holdings appreciated by $2.0 bil-
lion. During 1968 when stock prices in
the United States were rising, there
wis a broad foreign interest in equities,
and foreign investment funds, which
had been organized in the preceding
years, made very large purchases, The
size of the U.5, market particularly
attracted the forelgn investment funds
because trading in large blocks of stock
conld be conducted without substan-
tially affecting the price. In addition,
unsettling  political  developments
abroad, such as the invasion of Crech-
oslovakia and the strikes in France also
encouraged purchases of ULS. stocks,

In 1969, the lower inflow was appar-
ently related to the fact that U.S,
stock prices turned downward at the
same time that other foreign share
prices, except those in the United
Kingdom, performed well, Also, Euro-
dollar rates rose to 11 percent during
1969 and provided an attractive alter-
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Table 14.—<Newly lasued Foreign Secarities
Sold to .S, Hesidents
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1. Mew {ssues of 1.8, direct Investment enterprises placed
wlth ather than parent are not inebuded with new lssues but
are reporded b the divect iInvestment sosount,

native for funds that might otherwise
have been invested in U.5, equities,

As US, stock prices dropped pre-
cipituously in the first hall of 1970,
foreigners made net sales of $0.2 billion.
The fact that sales were so small relative
to the $19.6 billion in outstanding
holdings at the end of 1969 suggests a

Table 15.—Forcign Security Placements by U S.-Incorporated Companies, by Type
[Milllons of dellars]
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cerfain stability and long-term fecus
of foreign investments in U.5. equitias.

Bends

Foraipn imvestmenis in 1.5, bonds
rasa $0.6 billion in 1969, compared with
32,1 billion in 1868. Inflows of funis
" were $1.5 billion in 1060, down sharply

from the $2.3 billion inflow in 1965. In
addition, rising interest rates resulied
in n $1.0 billion reduction in the valua
of cotatanding holdings, compared with
o reduction of only $0.2 billton in 1963,
The drop in foreign purchises of 11.5-
bonda larpely reflected economic and
inatitutional fectors affecting U.5. cor-
porate foreign borrowing, The lorge
incresse in new issnes of securities sold
abroad by U.S. corporntions in recent
years wns portly in response fo the
Foreign Direct Investment Program.
- Under this pregram direet investmanis
by T53. companies which are finonead
by funds raised abroad are not subject
to restriction. In 1968, when the pro-
gram first become mandotory, US
corporations vaized $2.1 billion from
bond plocements with foreign investors.
In 1969, such issues fsll, but thay still
smounted to 1.0 billion (table 15),

A shnrp btightening in the Eurobond
market ond notional enpitel moarkets
nbrond was probably a major factor in
the 1068 decline in  these issues
fchavt 13). In addition, tha general
werkness ond unesrtointy in U8
stock markelz made new bond issnes
convertible into U.S. stock ob a fixed
price much less attractive to foreigners;
euch offerinps were reduced feom §1.5
billion in 1988 to $0.5 billion in 1969
{(table 15). The foet that 1.8, eorpor-
rations had nearty §1.0 billion of unused
proceeds of eorlisr borrewing at end
1068, may hove alsa discoursged fur-
ther new isaues in 1969.

T.5. corporations continued to estab-
lish Netherlands Antilles finance sub-
sidiaries dwing the year as means for
roising moeney in the Burobond market.
Thox considerations provided a mojor
motive for establishing such subsid-
inries. Security issues by these subsid-
iaries usunlly earry the guarantee of the
.S, perent company. For balance of
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poyments purposes, these issuss sre
considered net purchases of U 5. obliza-
tions by foreigners only to the extent
that the finnnce subsidisries tronsler tha
praceeds to the U.S. parent. Dhuring
1088, 5282 million of such proceeds
were transferred to U8, parents for
either foreign or domestic vse.

In the first hialf of 1970, internationol
bond issues Ly U.S corporntions de-
clined further frem 1949. Convertible
issues were still depressed, and the very
tight market conditions encourage:l
.8, borrewers employing straight debt
to reduce maturities to medium-terin
S-year notes. Also, floating rate fastru-
ments were wutilized by two TS,
corporations, with the rate on the lssues
pegred to the & months Eurodellm:
interbank rate with & minimum rote
clouse. Such instruments are <designe:l
to nvoid long-term commitments o
rocord high interest rotes.

In 1969, foreign teansactions in
outstanding securities (including T1.5,
Government apéney bonds) somewhat
offsat tha decline in new jssues, The
Warld Bank incranased its net porchases
of [1.5. agency bonds by $0.2 billion to
$0.3 Dbillion. Furthermore, foreigners
increased their purchnses of other
outstonding U'.B. bonds from $30 mil-
lion in 19888 to 5182 millien ns TS,
honil yields moved substantially up-
word. In the first hell of 1970, net
purchoses of ngency bonds andd of other
ouistanding U5, bonds amounted to
$185 million aml $178 million,
respectively.

Technical Note

The varlgua diteel Inveshiiont earaln
itome, including those shown in tablezs BC,
D & 1, aro defined below and their derivation
end relaBonship 40 vath other are detailed,

Team and definition

1. Hes carnings of forelen corporatlony:
Tha 1.8, parotts’ oquity in the earningzs of
ihelr forcign eubsidinrics oftor provision for
forgign jocome taxes, prefermed  dividznds,
and mterost paymenta,

2. Mot cornings of [oreign bronches: The
carnings of forelgn teanches of UL3. seomypmnios
aftor foroign Ineoma toaxes, bot before de-
pletion charges and U8, taxes. Included with
net varviogs of branchos pre tha 1.8 sharg
in_lhe net carnings of foraign prrinerships,
wole prﬂyﬁntotsﬁﬁﬂ and other ypes of foreign
crganisntions. branch ¢acnlngs oro #s-

a7

sumed b ba repatrinted ta the United Siotes
and Lhus are bolanon of payments flow tema,
To the extent that hmnoh ceErning: arc isft
nbrosd they are impileitly entered o off-
getting onpital outBows.

=N nings: Met cacningz of forcign cor-
parations plus not earnings of forzign branohes.

4, Gross dividende on common stook:
Dividend? paid st Ly forcign vorporations
before deductlon of with ng baxes paoid
to forcign govornments.

5, Poreign withholdiog tax: A fax withheld
ot the paymoant of dividends as distingulkshsd
from inecove toxes which nre imposed on the
carnings of » businngs. Toaes peo gleo with-
beald by thée payor on ﬁu,_'l.rmcnt.s of Intorasgk
and prefereod dividends but botl interest and
peefered dividonds are reperted ta the Bal-
anoe of Paymonts Division on o net basis and,
thereforn, our date on withholding texea relato
ouly (o thase on common slock dividends.

(. Dividonds: IMvidends on sommon or
voting stook only; net of forcign withholding
taxes; divitends pre cluded in inoome as
balanee of payments Aow ikems.

7. Preferred dividends: Dividends ressived

ol petiotenoe or non-voting shmres  aicor
dedustion el any foroign withlolding taxes.
Preferred dividends are ineluded in inoome s
bolanao of payments flow items Prefoted
dividends oare tremted lko intorest in thess
tegounts even though on the fordgn oompeny's
books they are not charged 55 an oxpense.
. B. Intoregh: The oot intorest recoived on
mtemnmp:&y accounta or on leng-term dobb
of Tored ooy pffilintes held by thoe parent or other
novbank U8 Investors, after deduction of
any lumifn withholding tnxes. Intereat 8 not
included o earnings sinees it s deducked as an
cxpenee fiem by the Iumi[ﬁ:nﬂrm but, it =
ingluded in ingoma as o T e of parments
Maw item.

0. Income: The sum of dividonds, preferred
dividends, and intérest received by or oredited
to Lha acecunt of 1ha 103, ownar—all nst
altzr Fm'ni&u withhelding taxes—plua branah
cornlngs afber forsdpn taaes; oll belfore TLE.
taxes,

1¢. Reinvested earnings: Wet entnings of
forcign corporations lees gross dividencs on
samiaon slock.

11. AdJuated carnings: The Donsfits of
ownership neending to o U5, forcign direst
invesbar after nll Torsdgh tames, including with-
hold{og toxes, have boen pni:l; Lhig & con-
Erlsed of (1) funds returned 1o the United

tokes #a ingoma b the Eerm of dividends, pro-
ferred dividends, branch profits, apd intetest,
phiz {2) funds lelt abrond to Inerense the
investor's equity in the forcign enterprise as n
refnveatmoent of JLrnivEs.

Derivatinn and velationchip bascdl on 1929
prcliminary data

[Miony of delirz]

1, HeLmmming of [orodgn corpioetions. &3 ropociod
%, Mol aacingy of lmign benddns. ... 5004 roporied
L EBFINEWE ooiosnnnnnasaammrmennmennn 0l 2 13

A, Opms dieiduids (o eommouw stock) . 7,840 = G440

n witlleHding tor {on eom-
. n:?ﬁ.‘ﬁ slmi}._-...i ..... t ......... B roporiel
4, Dol (s comanan slock). .- LET m 4=5
(repaned)
1T Imt
r-uputm
= HEr+8
LR [ TTEL B 1T L & l.-;
i A wl ey . 171 = 3410
St Inkg B bl 1



